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1 INDUSTRY REPORTS ALLEGING ONE-TIME FRG SUBSIDY TO 
LUFTHANSA TO OFFSET LOSSES INCURRED DUE TO AIR TRAFFIC 
CONTROLLER SLOW DOWN IN 1973 ARE NOT TECHNICALLY ACCU- 
RATE, AND OVERSIMPLIFY THE CASE. DURING THE PAST FEW 
YEARS, THE FEDERAL BUDGET HAS PROVIDED UP TO DM 90 
MILLION ANNUALLY FOR INVESTMENT LOANS TO DLH. DUE TO 
FAVORABLE ECONOMIC AND OPERATIONAL DEVELOPMENTS, THIS 
SUM WAS LIMITED TO DM 65 MILLION ANNUALLY FOR 1972 AND 
1973. IN VIEW OF THE DETERIORATING SITUATION ON THE 
CAPITAL MARKET AND THE FACT THAT OPERATIONAL DEVELOP- 
MENTS AND REVENUES LAGGED FAR BEHIND EXPECTATIONS. THE 
FEDERAL GOVERNMENT DECIDED TO AUGMENT THE 1973 LOAN BY 
DM 35 MILLION. THIS ACTION WAS APPROVED IN DECEMBER 
1973. THE FRG EMPHASIZED THAT THE MEASURE WAS UNAVOID- 
ABLE DUE TO LEGALLY BINDING LONG-TERM COMMITMENTS ON THE 
PART OF LUFTHAN S A.(MOSTLY, WE BELIEVE. FOR US COMMER- 
CIAL AIRCRAFT PURCHASES.) THE FRG MAY LATER ON DECIDE 
TO CONVERT THIS LOAN BY INCREASING ITS SHARE OF THE 
STOCK IN DLH IF AND WHEN AN INCREASE IN THE CAPITAL 
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2. EMBASSY IS UNAWARE OF ANY RECENT FRG FINANCING FOR 
LUFTHANSA OTHER THAN THE INVESTMENT LOAN BUT WILL REPORT 
IF THERE SHOULD BE NEW DEVELOPMENTS. 

3. COMMENT: THE EXTENT TO WHICH THE INCREASE IN THE 
INVESTMENT LOAN AUTHORIZED MIGHT BE LINKED TO THE ATC 
CONTROLLERS’ SLOWDOWN WOULD DEPEND ON THE PARTIALITY 
OF THE OBSERVER. OBVIOUSLY, THERE IS SOME CONNECTION 
BUT PRESUMABLY NOT IN A LEGAL SENSE, AND IT WOULD BE 
DIFFICULT TO QUANTIFY. THE FRG WOULD NOT, IN THE 
EMBASSY'S VIEW, GIVE A SUBSIDY TO LUFTHANSA WITH THE 
OBVIOUS INTENTION OF OFFSETTING LOSSES ATTRIBUTABLE TO 
THE ATC SLOWDOWN BECAUSE THIS MIGHT WELL OPEN THE WAY 
FOR SUITS AGAINST THE FRG BY OTHER CARRIERS WHO 
SUFFERED LOSSES. 
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